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universityty of ACT 315 S.B. NO. 1715 
warrants for 
departmentof A Bill for an Act Relating to Health Care Provider Taxes. 

theupon 
du 4 as BeIt Enacted by the Legislature of the State of Hawaii: 

e -. -anent SECTION 1. TheHawaiiRevisedStatutesisamended by adding a new 
department of chapter to be appropriately designated and to read as follows: 
nentperiod 
me warrats “CHAPTER 

. the depart- HOSPITAL AND NURSING FACILITY TAX 

g capital in 

finance and Q -1 Definitions. Asused in thischapter,unlessthecontextotherwise 

universityof 

paymentsto 

requires:
“Department” means the department of human services. 


=ablelaws, d i r e c t o r  means the direct& of human services. 
“Hospital”means a hospitallicensedundersections 321-9and 321-11,hawaii and the including state and statelcounty hospitals.

es from the “Hospital income” means the total compensation received for furnishing
ents neces- inpatientoroutpatienthospitalservices,includingallreceiptsfrom“ancillary
the services” (asdefined in 42 C.F.R. 413.53(b))to the provisionofinpatient and 
comptroller outpatientservices,andreceipts from itemssupplied in connection with these 
cation, the services.Hospital’incomealsoincludescompensationforpatientswhoareon a 
department of waiting list to be transferred to a nursing facility or in acute care “swing beds”. 
pursuant to hospital income’’shallnotincludethefollowing:compensationreceived for 
education as services covered.by Title XVIII of thefederal,SocialSecurityAct(including 
of finance coinsurance and deductibles received from beneficiaries of the Medicare program

and Medicarc health maintenance organization or risk sharing contracts); incomelant to this from an affiliated entity that operatesas a prepaid health maintenance organization;year.” 	 settlements from thirdparty payors for servicesdelivered or items supplied prior to 
the effective date of this Act (suchas settlements ofcost reports or decision on rate 

1, as reconsideration requests); income from s e r v i c e s  providedbyseparatelylicensed 
recommendedby units (such as distinct part nursing facilities within hospitals); income fromgrants, 
action 3 of 	 bequests, donations, endowments, or investments; income from “nonexempt hospi­

tal activities” asdefined in section 237-23(b)(such a$ income from leased property 
or from parking lots): or amounts of taxes. imposed by chapter 237 or this chapter
and passed,.oni collected -and;-received from the consumer-as part of hospital

repealed income. . ,.. , . . 

-4.40-6, “Nursing facility’’ means a nursing facility. licensed under sections 321-9 
n which and 321-11 and any;intermidiate care facility for the mentally retarded persons 
Revised licensed under s e c t i o n  and:321-11. . . 
9 

‘ ’: - nursingfacilitiesincome means the total compensation> received forfur­
furnishing nursing facility services, including all receipts from “ancillary services” 
(asdefined in 42 C.F.R. 413.53 (b)) t o .  the provision of nursing facility services,

statutory and receiptsfromitemssupplied in connection with theseservices.“Nursing
facility income” shall not include the following:*compensationreceivedfrom 
servicescovered-: by .Title XVID of the federal Social SecurityAct(including 
copayments and deductibles received. from beneficiariesof the Medicare program);
income from an affiliated-entity that operates as! prepaid health :maintenance 
organization;. settlements from third party payors for:services delivered OF items 
supplied prim to the effective dateof thisAct (such asd e m e n t s  of cost reports or 
decisions on rate reconsideration requests); income froms e r v i c e s  provided by sepa­
rattly;licensed units (such asdistinct part intermediate care facilities for the men-
M Y  retarded); income from the provision of adult day health. and adult day care 
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programs; income fromthe provision of home health agency services; incomefrom 
theprovision of “nursinghomeswithoutwalls”programs;incomefrom the 
provision of inpatient hospital services; income from grants, bequests, donations, 
endowments, or investments; or amounts of taxes imposed by chapter 237 or this 
chapter and passed on, collected, and received fromthe consumer as part of nursing
facility income. 

“Operator”means any personoperating a nursingfacilityorhospital,
whether as owner or proprietor, or as l e s s e e ,  sublessee, mortgagee in possession,
licensee, orotherwise,orengagingorcontinuing in anyservicebusinessthat 
involves the actual furnishing of nursing facility or hospital services. 

8 -2 Imposition of tax and rates.(a)Thereisleviedandshall bc 
assessed and collected during each quartera tax in the amount of six per centof all 
nursing facility income. 

(b) Thereis levied and shall be assessed and collected during each quartera 
tax in the amount of four per cent ofall hospital income, except for income subject 
to taxes imposed by chapter 237. 

Each nursing facility and hospital operator shall pay to the State the 
imposed by this section as provided by this chapter. 

The tax imposed by this section shall not apply to an individual facility
determined by the department to be financially, distressed, pursuant to the rulemak­
ingauthorityauthorized’bythischapter;providedthatthisexemptiondoes not 
cause the tax to fail to qualify as permissible under section 1903(w) ofthe federal 
Social Security Act. 

(e)Eachoperator of a nursingfacility shall identifyseparatelythe tax 
imposed by this section in all invoices or statements to persons whose payments
result in nursing facility income. Notwithstandingthe foregoing, the amount that a 
beneficiary of the Medicaid program is required tocontribute toward hisor her care 
shall not be changed as a result of the tax imposed by this section. 

(0The taxes imposed bythis section shall terminate at the endof the month 
following the time at which thetaxes no longer quala as permissible under section 
1903(w)ofthefederal Social SecurityAct. . , 

8. -3 Return and.payments; penalties. (a) On or before the fifteenth.day
of February, May, August, and November,.or for fiscal year taxpayers on orbefore 
the forty-fiflh day afterthe close of the fiscal quarter everyoperator taxable under 
this chapter duringthe preceding calendar or fiscal quarter shallfile a sworn return. 
with thedirector in such form as the director shall-prescribe;together with a 
remittance for. the amount of the tax in the form of cash3 bankdraft,cashier’s. 
check, money order, or certificateof deposit. In lieu of the remittance, the operator 
may request withholding from payments made- to t h e .operator by the department
under section -4.Sections 237-30 and 237-32shall.apply to returns and penai­
ties made under this chapter to the same extent as if the sections were set forth; 
specifically in this section. 

Notwithstanding subsection (a),the dimtor, for good cause, maypermi t  
anoperatorto file theoperator’s return required under this/ sectionandmake 
payments thereon, om a semiannual basis during the :calendar of fiscal year, the 
return and payment-to be made.on or before the lastday of the calendar month after: 
the close of each six-month period, to wit: for calendar.year operators, on July 31 
and January 31 or, forfiscal year operators,on or before the last day of the seventh 

the fiscal year andonor before the last daymonth following the beginning of of the 
month following the close of the fiscal year; providedthat the director is.satisfied 
that the grant of the permit will not unduly jeopardize the collection of the taxes 
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. income from due thereon and the operator’s totaltax liability for the calendar or fiscal year under
mf n the this chapter will not exceed 
ts, L- -.dtions, Thedirector,for good cause, maypermit an operatortomakequarterly
x 237 or this payments based on the operator’s estimated quarterly or semiannual liability; pro­
art of nursing 	 vided that the operator files a reconciliation return at the endof each quarter or at 

the end of each six-month period during the calendar or fiscal year, as provided in 
or hospital, this section. 

1 possession, If an operatorfilingtheoperator’sreturnonasemiannualbasis, as 
business that 	 provided in this section, becomes delinquent in either the filing of the operator’s 

return or the paymentof the taxesdue thereon, orif the liability of an operator, who 
possesses a permit to filethe operator’s return and make paymentson a semiannual 

nd shall be basis, exceeds $l,OOO in taxes during the calendar or fiscal taxable year, or if the 
cent of all 	 directordeterminesthat any suchsemiannualfilingofareturnwouldunduly

jeopardize the proper administration of this chapter, including the assessment or 
quarter a collection of the taxes, the director, at any time, may revoke an operator’s permit,  

m e  subject in which case the operator then shall be required to file the operator’s return and 
make payments thereon as provided in subsection (a). 

tate the tax Section 232-2 shall apply to the annual return, but not to a quarterly or 
semiannual return. 

ual facility 
e rulemaking 9 -4 Withholding. As an optiontomakingpaymentsundersection 
1 does not -3, the department and the operator in writing may agree that the department 
%efederal will withhold all or part of the amount oftaxes owing for a quarter from Medicaid 

payments. owedby the department tothe operator. All reportsby the department to 
thefederalgovernment. or .to theoperator, ofMedicaidpaymentsmadetothe 
operator by the department shall include any amount withheld to satisfy the tax 
obligation. imposed by this chapter. .. ,. .  

6 17. Annual return. On or before the twentieth day of the fourth month 
he month following the close of the calendar or fiscal taxable year, every operator who has 
:r section become liable forthe payment of the taxes under this chapter during the preceding 

tax year.shall file a return summarizing. that operator’s liability under this chapter
for the year, in such form as the director.-prescribes. The operator shall transmit to 

Ith day 	 the Honolulu office of the- department with the return, a remittance covering the 
residue of the tax chargeableto the operator, if any. The return shall be signed bybefore the operator, if madeby an individual, or by the president, vice-president, secretary,under or treasurer of a corporation,if made on behalf of a corporation. If made on behalfreturn of a partnership,firm,societyunincorporated association, group,hui, joint venture,vith a joint stock company,. corporation, trust estate, decedent’sestate,trust, or otherashier’s entity, any individual. delegated bythe-entityshall sign the return on behalf of the’perator operator. If for any reason itisnot practicable forthe individual operator to signthemment return, it maybedoneby any duly authorized agent. The department, for good

penal- cause shown, may extend tht time for making the return on the application of any
:t forth operator and grant such reasonable additional time wititin whichto make the return 

as the department may deem advisable. 
permitt Section 232-2 shallapplyto the annualreturn, butnotto a quarterly or 

return. make semiannual I
the 

h after 6: -6 Assessment of:- upon failure to make return;limitation pe-
JJY 31 riod; exceptions;extension by agreement. (a) If any operator fails to make awenth return as requiredby this chapter, the director shall make an estimate ofthetaxoft’ liability of the operator fromany information the-director obtains, and-according toisfi the estimate so made*assess the taxes, interest,and penalty due the State from the 
taxes operator;.givegotice of the assessment tooperator and make demand uponthe 
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operator for payment. The assessment shall be presumed to be correct until ad 
unless,upon an appealdulytaken as provided in section -8, thecontrary Shall 
be clearly proved by the operator assessed. The burden of proof upon the appeal
shall be upon the operator assessed to disprove the correctness of assessment. 

(b) After a return is filed under this chapter the director shall cause 
return to be examined, and may make such further audits or investigations as the 
director considers necessary. Ifthe director determines that there is a deficiency
with respect to the payment of any tax due under this chapter, the director shall 
assess the taxes and interest due the State, give notice oftheassessmentto tb 
persons liable, and make demand upon the persons for payment.

(c)Except as otherwiseprovided by thissection,theamount of 
imposedbythischaptershallbeassessedorlevied within threeyearsafter the 
annual return was filed, or within three years of the due date prescribed for 
filing of the return, whichever is later. No proceeding in court without assessment 
for the collection ofany such taxes shall bebegun after the expirationof the perid.

(d) In the case of a false or fraudulent return with intent to evade tax,or a 
failure to file the annual return, the tax may be assessed or levied at any time. 

(e) Where, before the expiration of the period prescribed in subsection (c)
for assessments or in section -7for credits and refunds, both the department and 
the operator have consentedin writing to the assessment or levy of tax after the 
date fixed by subsection (c) or the credit or refund of tax after the date fixedby
section -7, the tax may be assessed or levied, or the overpayment, if any, may be 
credited or refunded at any time prior to the expiration of the period agreed upon.
The period so agreed upon may be extended by subsequent agreements in writing
made before the expiration of the period previously agreed. upon. 

8 -7 Overpayment; refunds. Uponapplication by anoperator, if the 
&rector determines thatany tax, interest, or penalty hasbeen paid more than once, 
orhas been erroneouslyorillegallycollectedorcomputed, the tax, interest, or 
penalty shall be credited by the director on any taxes then due from the operator
underthischapter. The director shall refund the balance to the operator or the 
operator's successors, administrators, executors,or assigns in accordance with sec­
tion 231-23. As to all tax payments for which a refund or credit is not authorized 
under this section (including, without prejudice to the generality of the foregoing, 
cases of unconstitutionality), the remedies provided by appeal or under section40. 
35 are exclusive. No credit or refund shall be allowed for any tax imposed by this 
chapter, unless a claim for the credit or refund is filed as follows: 

(1) If an annual return is timely filed, or is filed within three years after 
the date prescribedfor filing theannualreturn, them the credit OT 
refund shall be claimed within three years after the date the annuat 
return was filedorthedateprescribedforfilingtheannualreturn, 
whichever is later; and 

(2) If an annual return is not filed, or is filed more than three years after 
the date prescribed for filing the annual return,a claim for credit OF 
refund shall be filed within: 
(A) Three years after the payment of the tax; or 
(B) Three years after the date prescribed for the filing of the annual 

return, whichever is later. 
The preceding limitation shall not apply toa credit orrefund pursuant to an appeal,
providedfor in section -8. 

0 -8 Appeals, Any operatoraggrieved byanyassessment of the tax 
imposed by this chapter for any quarter or any year, may appeal from the assess­
ment in the manner and within the time and in all other respects,as provided in the 

708 



ACT 315 


til 
1 

appeal
nt. 
se the 
as the 
2iency 
- shall 
to the 

taxes 
x the 
x the 
sment 
period 
,or a 
le. 
)n (c>
I t  and 
:r the 
=d by
aY be 
upon
iting 

f t' 
mc 
4, or 
rator 
:the 
SW­
ized 

ng,
4 0 ­
his 

ter 
or 

nual 
urn, 

after 
t or 

lual 

ea1, 

tax 
:ss­
the 

5 -9 Records to be kept;examination; penalties. (a) Everyoperator 
shall keep, in the English language, within the State, and preserve for a period of 
three years, suitable records relating to nursing facility or hospitalincometaxed 
under this chapter, and such other books, records of account, and invoices as may
be required by the department. A11 such books, records, and invoices shall be open
for examination at any timeby the departmentor the departmentof taxation, or the 
authorized representative thereof. For the purposes of determining the amount of 
taxes due under this chapter, every operator shall keep its books and records of 
account on the accrual basis with the exception of hospitalsin the state community
hospital system.

(b) Any operator violating this section shall be guilty of a misdemeanor; 
andany officer, director, president, secretary, or treasurer of a corporationwho 
permits, aids, or abets the corporation to violate this section shall likewisebe guilty 
of a misdemeanor. The penalty for this misdemeanor shall be that prescribed by
section 231-34 for individuals, corporations,or officers of corporations, as the case 
may be, for violation of that section. 

6 -10 Disclosure of returns unlawful; destruction of returns. (a) All 
tax returns and return information required to be filed under this chapter, and the 
report of any investigation of the return or of the subject matterof the return, shall 
be confidential. It shall be unlawful for any person or any officer or employee of 
the State to intentionally make known information imparted by any tax return or 
return information filed pursuant to this chapter,or any report of any investigation 
of the return or of the subject matter of the return, or to wilfully permit any such 
return, return information, or report so made, or any copy thereof, to be seen or 
examined byanyperson;providedthatfor tax purposesonlytheoperator,the 
operator's authorized agent, or persons with a material interest in the return, return 
information, or report may examine the same. Unless otherwise provided by law, 
persons with amaterialinterest in thereturn,returninformation, or reportshall 

Trustees; 

Partners; 

Persons named in a board resolution or a one per cent shareholder in 

the case of a corporate return; 

The person authorized to act for a corporation in dissolution; 

A shareholder of an S corporation;

The personal representative, trustee, heir, or beneficiary of an estate
or 
trust in the case of the estate's or decedent's return; 
The committee, trustee,or guardian of any person in paragraphs (1) to 
(6)who is incompetent;

The trustee in bankruptcy or receiveR and the attorney-in-fact of any 

person in paragraphs (1) to (7);

Persons duly authorized by the State in connection with their official 

duties; and 

Any duly accredited tax official of the United States or any state or 
territorytory.

Any violation of this subsection shallbe a misdemeanor. Nothingin this subsection 
shall prohibit the publication of statistics so classified as to prevent the identifica­
tion of particular reports or returns and the items of the reports or returns. 
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The department may destroy the quarterly or semiannual returns filed 
pursuant to section -3, or any ofthem,upon the expiration of three years after 
the end of the calendar or fiscal year in which the taxes so returned accrued. 

Q -11 Collection bysuit; injunction Thedepartment may collecttaxes 
due and unpaid under this chapter, together with all accrued penalties, by action in 
assumpsit or other appropriate proceedings in the district or circuit court ofthe 
judicial circuit in whichthetaxes arose, regardless of theamount.Afterdelin­
quencyhascontinuedforsixtydays,thedepartmentmayproceed in the circuit 
court of the judicial circuitin which the nursing facility or hospital incomeis taxed 
toobtain an injunctionrestraining the furtherfurnishing ofnursingfacilityor 
hospital services until full payment is made of all taxes, penalties, and interest due 
under this chapter. 

Q -12 Application of taxes.The taxes imposed by this chapter shall be in 
addition to any other taxes imposedby any other laws of the State; provided thatif 
itisheldby any court ofcompetentjurisdictionthatthetaxesimposed by this 
chapter may not legally be imposed in addition to any other tax or taxes imposedby 
any other law or laws with respect to the same property and the use thereof, then 
this chapter shallbe deemed not to apply to the property and the use thereof under 
the specific circumstances,but the other laws shallbe given full effect with respect 
to the property and use. 

Q -13 Administration and enforcement; rules. (a)Thedirectorshall 
administer and enforce this chapter. With respect to: 

(1) The examinations of books and records, and operators and other per­
sons;

(2) Procedures and powers upon failure or refusal by an operator to make 
a return or proper return; and 

(3) Thegeneraladministrationofthischapter;
the director shall haveall rights, powers, and duties conferred by chapters 23 1 and 
237 with respecttopowersanddutiesorwithrespectto taxes imposedunder 
chapter 237. Without restriction upon these rights and powers, section 237-8 and 
sections 237-36 to 237-41 aremadeapplicabletoandwithrespecttotaxes, 
operators, department officers,and other persons, and the matters and things affec­
ted or covered by this chapter, insofar as these sections are not inconsistent with 
this chapter, in the same manner, as nearly as may be, as s imi l a r  cases covered 
by chapter 237. 

The director may adopt rules under chapter 91 to carry out this chapter.
(c) The department may contract with the department of taxation for assis­

tance in implementing and administering this chapter. 

Q -14 Taxes;allowable reimbursementcosts, All taxes paid pursuant to 
this chapter shallbe deemed allowable and reimbursable costs for federal Medicaid 
reimbursement purposes. The department shall make appropriate adjustments to the 
methods and standards for reimbursing nursing facilitiesor hospitals under section 
346-14 by aMedicaidstate plan amendmentwhichshallbecomeeffectiveon 
federal approval. In the case of any program involving federal Medicaid participa­
tion, the adjustmentshalltakeeffectnoearlier than the effectivedate ofany
federally-approvedMedicaidstateplanamendmentcontaininganysuchadjust­
ment. 

' .  . 
Q -15 Health care revolving fund. The departmentshallcollectthe tax 

and pay all tax revenues into the state general fund for deposit into the healthcafe 
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m- .-d ,-evolving fund whichis hereby created in the state treasury.Amounts deposited in 
:a :r the health care revolving fund, and any interest earned on these amounts, shall be 
uea. used only for section.346-14 Medicaid purposes. Any federal Medicaid matching

funds to expenditures made from funds depositedin the health care revolving fund 
ect taxes shall not become partOf the health care revolving fund. The fundsin the health care 
action in revolving fund shall be expended by the department. 
rt of the 
er delin- 5 -16 Evasion of tax,etc.; penalties. Itshall be unlawful: 
le circuit (1) For any operatorto: 
is taxed (A) Refusetomakethereturnrequired in section -5;

facility or (B) Makeany falseorfraudulentreturnorfalsestatement in any
=rest due 	 return, with intent to defraud the State or to evade the payment

of any tax imposed by this chapter; and 

shall be in 
(C) For any reason to aid or abet another in any attempt to evade the 

payment of any tax imposed by this chapter; or
:d that if (2) For the president, vice-president, secretary, or treasurer of any corpo­

1 by this ration to make or permit tobe made for any corporation or association

posed by any false return, or any false statement in any return required by this
eof, then chapter, with the intent to evade the payment of any tax imposed by
:of under this chapter.
h respect Any person violating this section or section 231-34 in relation to the tax imposed


by this chapter, shall be punished as provided in section 231-34. Any corporation 
torshall for which a false return, or return containing a false statement is made, shall be 

fined in the amount provided in section 231-34.’’ 
ther nqr- SECTION 2. Section 237-24.7, HawaiiRevisedStatutes,isamendedto 
to read as follows: 

“$237-24.7 Additional amounts not taxable. In addition to the amounts 
231 and not taxable under section 237-24, this chapter shall not apply to: 

:d under (1) Amountsreceived by theoperatorof a hotelfromtheownerofthe 
37-8 and hotel in amounts equal to and which are disbursedby the operator for 

taxes, employeewages,salaries,payroll taxes, insurancepremiums,and 
affec- benefits, including retirement, vacation, sick pay, and health benefits. 

I t  with As used in this paragraph: 
overed “Employee” means employees directly engaged in thedayto 

day operation. of the hotel and employed by the operator. 
chapter “Hotel” means an operation licensed under section 445-92. 

‘or assis- “Owner” means the fee owner or lessee under a recorded lease 
of a hotel. 

“Operator” means any person who, pursuant to a written con­
pursuant to tract with the owner of a hotel, operates or manages the hotel for the 
medicaid owner;

Its to the (2) Amountsreceived by theoperator of acountytransportationsystem 

r section operatedunderan operatingcontract with apoliticalsubdivision,

activeon where the political subdivision is the owner of the county transporta-

Iarticipa- tion system. As used in this paragraph: 

: of any “County transportation system” means a mass transit system of 

1 adjust- motorized buses providing regularly scheduled transportation within a 


c o u n t y  . 
“Operating contract’’ or “contract” means a contract to operate

t tl andmanage apolitical,-subdivision’scountytransportationsystem,
health care . which that:provides 
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(A) 	 Thepoliticalsubdivisionshallexercisesubstantialcontrol Over 
all aspects of the operator’s operation;

(B) 	 The political subdivision controls the development of transitpol­
icy, service planning, routes, and fares; and 
Theoperatordevelops in advanceadraftbudget in the Same 
format as prescribed for agencies of the political subdivision. 
The budget mustbe subject to the same constraints and controls 
regarding the lawful expenditure of public funds as any public 
sector agency, and deviations from the budget mustbe subject to 
approval by theappropriatepoliticalsubdivisionofficials in­
volved in the budgetary process.
“Operator”means any personwho,pursuanttoanoperating 

contract with apoliticalsubdivision,operates or managesacounty
transportation system.

“Owner”meansapoliticalsubdivisionthatowns or isthe 
lessee of all the properties and facilities of the county transportation
system[,] (including buses, real estate,parkinggarages,fuelpumps,
maintenance equipment, office supplies, etc.), and that owns all reve­
nues derived therefrom; 

(3) Surcharge taxes on rental motor vehicles imposed by chapter 251 and 
passed on and collected by persons holding certificates of registration
under that chapter;

(4) Amountsreceivedby theoperator of orchardpropertiesfromthe 
owneroftheorchardpropertyinamountsequaltoandwhichare 

disbursed by the operator for employee wages, salaries, payroll taxes, 

insurance premiums, and benefits, including retirement, vacation, sick 

pay, and health benefits. As used in this paragraph:


“Employee” means an employee directly engaged in the day to 
day operations of the orchard properties and employed by the oper­
ator. 

“Orchardproperty”meansanyrealproperty[which] @ is 
used to raise trees witha production life cycleof fifteen years or more 
producing h i t s  or nuts having a normal period of development from 
the initial planting to the first commercially saleable harvest of not 
less than three years.

“Owner” means a fee owneror les see  under a recorded leaseof 
orchard property.

“Operator” means a producer who, pursuant to a written con­
tract with the owner of the orchard property, operates or manages the 
orchardproperty [of) for the owner where the propertycontainsan 
area sufficient to make the undertaking economically feasible[.1; and 

(5) 	 Taxesonnursingfacilityorhospitalincomeimposed by chapter
and passed on and collected by operators of nursing facilitiesor hosDi­
-tals.” 

SECTION 3. Section 235-55.9, HawaiiRevisedStatutes, is amended by
amending subsections (a), (c), and (d) to read as follows: 

“(a) Each resident individual taxpayer, who files an individual income tax 
return for a taxable year, and who is not claimed or is not.otherwiseeligible to be 
claimed as a dependentby another taxpayerfor Hawaii state individual income tax 
purposes,mayclaim a medical services excise tax creditagainst the resident 
taxpayer’s individual incometax liability for-thetaxable year for which the individ­
ual income tax return is being filed; provided that a resident-individual’ has  no 
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income or no income taxable under this chapter and who is not claimed or is not 
claimed or is not otherwise eligible tobe claimed as a dependentby a taxpayer for 

nt  or transit pol- Hawaii state individual income tax purposes may claim this credit. 

get in thesame 
(b) The medical services excise tax credit shallbe four per cent of qualified 

:a1 subdivision. medical expenses paid by the resident individual during the taxable year[.] plus six 
er cent of the nursing facilities expenses paid by or for the resident individual 

nts and controls during the taxable year. For individual resident taxpayers residing for more than s as any public twohundreddaysofthetaxableyear in the aggregate in a county in whichthe1st be subject to county general excise and usetax surcharge is in effect, the medical services excise
In officials in- tax credit shallbe four and one-half per cent of qualified medical expenses by

theresidentindividualduringthetaxableyear[.]plussixpercentofnursing
3 an operating facilitiesexpenses paidby theresidentindividualduringthetaxableyear.Theages acounty [amount] portion of the tax credit attributable to medical expenses claimedon each 
wns or is the individual income tax return shall not exceed: 
transportation (1) $200; 

for a resident individual sixty-five years of age or over; or
i, fuel pumps, (2) $400 
Iwns all reve- (3) $600 for a resident individual and spouse both sixty-five years of age 

or over[;
providedthat a husbandandwifefilingseparatereturnsfor ataxableyearfor 
which a jointreturn could have been filedby them shall claim only the’tax credit to 
which they would have been entitled had a joint return been filed]. The preceding
limitationsshallnotapplytotheportion ofthe creditattributable tonursing
facilities expenses; provided that a husband and wife filing separate returns for a 
taxable year for which a joint return could have been filed by them shall claim only
the tax credit to which they would have been entitled had a joint return been filed. 

(c) For.thepurposes of this section, the term “qualified medical expenses” 
in t. -.ayto is defined to include those medical expenses paid for the taxpayeror the taxpayer’s 
by the oper- dependent allowableas deductions for income tax purposes under section213 (with 

respect to medical, dental, etc., expenses)of the Internal Revenue Code; provided 
lich] is that the medical expensewas subject to the imposition and payment of the general 
tars Or more excise tax underchapter 237. [Qualifiedmedicalexpenses]“Qualifiedmedical 
nment from expenses” shall not include the following: 

est of not 	 (1) . Capital improvements; or 
(2) Prescriptiondrugs or prostheticdevicesexemptundersection 237­

d lease of 24(23). 
“Nursing facility expenses” are amounts actually paid by the taxpayer for 

rttencon- services provided to-the taxpayer or to any individual who bears a relationship to 
.manages the the taxpayer as described in section 152(a) (with respectto dependent defined)of 
containsan the Internal Revenue Code by a nursing facility licensed under section 321-9 and 
bler.1;and 321-1 1 and any intermediatecarefacilityformentallyretardedpersonsunder 
chapter sections 321-9 and 321-1 1;provided that the nursing facility expense was subject 
J or hospi- to the impositionandpayment of.the tax imposed by chapter . . 

The amount of medical expenses and nursing facility expenses paid during
the taxable year shall not be reduced by any insurance reimbursement. 

tended by (d) The tax credits claimed by a resident taxpayer pursuant to this section 
shall be deductible from the resident taxpayer’s individual income tax liability, if 
any, for the tax year in which they are properly claimed. If the tax credits claimed 
by a resident taxpayer exceed the amount of income tax payment due from the 
resident taxpayer, the excessof credits over payments dueshallbe refunded to the 
resident taxpayer; provided that tax credits properly claimed by a resident individ­
ualwhohasnoincometaxliabilityshall be paid to the resident individual; and 
provided further that no refunds or payment on account of the tax credits allowed 
by this section shall be made for amounts less than $I..’* 
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